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1. INTRODUCTION1
For manyyears therehas been serious concern aboutthe
state of family businesses. Such concern is expressed in both
the purely scientific-economicsphere and also in relation not
only to the actual situations of families themselves and their
businesses but also to the wider environmentof the economy
itself.
In general terms, and viewed from the standpoint of
business institutions,the key pointsof concernare the same as
those that preoccupy all those other institutions intent upon
long-termsurvival- that is to say:
• Firstly, survival - or, to reverse the terms, a reduction in the
death toll of businesses. The latter is enormous and
1 Lecturegivenat the InternationalSymposium"Anthropo/ogyand Inheritance"
held in the Facultyof Humanities,Universityof La Coruña, Spain on 4 and 5
November1998.
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particularlyso in family firms. The disappearance of such a
business creates a real human drama in its effect on the
individualsthemselves,but it also brings with it the wastage
of all those resourcesand all thatpotentialthatcould be used
to help resolvethe manyprablemswithinour society.
• The prablems of "succession" and "inheritance"are one of
the maincauses of business failure.This is not limitedonly to
familyfirms, in which succession is determinedby the wishes
of certainfamilymembers.Succession affectsall businesses.
The survivalof any companydepends upon the capabilityof
individualsto manage it and there are two key elements in
such management:
• The capacity of its managers to adapt the business to
rapidlychangingcircumstances;
• The problemof ensuring management"succession" - that
is, having availablethose individualswho can take on the
raleof directingand managingthe business.
• "Succession" is, therefore, of key importanceboth in large
companies and in family firms. There are, however,
significantdifferencesbetweenthe prablemsit causes in the
formerand in the latter.
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• Yet another basic question is that of the growth and
development of a business. Any institutionwhich neither
grows nor develops will have serious difficultiesin adapting
itself to changing circumstancesand, above all, in ensuring
that "succession" takes place in an effective way. The
company which does not grow, dies - such is the
consequence of an inabilityto adapt to change. The search
for those factorswhich will encouragegrowth is, withoutany
doubt,the key to the success of an institution.
These are the underlyingconditions that guarantee the
survival of businesses. A key point is that the continuityof
institutions depends upon their ability to guarantee
"succession" in an on-going and permanentway - or, to use
another term, to ensure the "inheritance",the passing on, of
both acquired knowledgeand the availabilityand utilisationof
capability and potential. It is not solely the "inheritance of
property and wealth",of fixed.and financial assets - however
important these may be: It is also the "inheritance of
knowledge and understanding"- factors which determine the
way in which a business is plannedand managed.
11. BUSINESS REALlTIES: THE PROBLEMS OF
"SUCCESSION" (Inheritance)
In a highly industriallydeveloped country Iike Germany it
is estimated that there exist at the present time 365,000
companies with no "succession". That is to say, there is no
clear "succession"withinthe echelons of managementand for
this reason the "inheritance"maywell be lost. And in a country
like Germany such "inheritance"affects more than 4.5 million
jobs. Furthermore,such companies are of key importancein
terms of the economic competitivenessof the country. To a
large extentthis is today a generationalproblemof the highest
importance.
SMALL & MEDIUM BUSINESS IN GERMANY:
THE DYNAMICS OF CHANGE
Figure 1: The dynamics of change in family businesses
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BUSINESSES ANO THE ECONOMY
If the significanceof these businesses withinthe economy
as a whole is taken into consideration,then it can be noted
from Figure 2 that family businesses account for 85% of the
GDP - that is, of wealth creation in the country - while non-
familybusinesses contributeonly 15%.
The dynamic of adaptationwithin companies is, without
doubt, one of the fundamental factors in ensuring business
growth.And it is of even greater importancewhen it manifests
itself more acutely during the processes of generational
change.
85%ofGDP
15% ofGDP
Family businesses
Non-family businesses
Figure 2: Familybusinesses and theeconomy
Similar figures apply to employmentcreation, a factor of
great economic, social and political significance. Family
businesses create 80% of the jobs, while non-family
businesses createonly 20%.
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BUSINESSES ANO EMPLOYMENT CREATION
Familybusinesses
Non-familybusinesses
80%
20%
Figure 3: Employmentcreationin familybusinesses
The business structure in Spain presents even greater
contrasts. In the Spanish economy 90% of business activityis
in the hands of familyfirms and only 10% rests with non-family
companies.The significanceof this, shown in Figure 4, is very
clear.
SPANISH BUSINESS STRUCTURE
Familybusinesses 90%
Non-familybusinesses 10%
Figure4: Spanish business structure
Looking more closely at Spain, one particular
characteristicof this social, economicand humanrealityis that
65% of family businesses do not survive beyond the first
generation.In otherwords, thereexistvery serious problemsof
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"succession"or "inheritance",forinonly35%of thecasesdoes
thecompanyremaininfamilyhands.
Evenworse,only 12%of familybusinessessurviveuntil
thethirdgeneration.The problemis, in consequence,centred
on a failure to resolve questions of "inheritance" and
"succession".
FAMILY BUSINESSES ANO SUCCESSION
1stgeneration:Iiquidated/soldoff 65%
2ndgeneration:remainwithinthefamily 35%
3rdgeneration:survive 12%
Figure 5: Familybusinesses and succession
Consequently,it can be reasonablyclaimedthat80%of
allfamilybusinesseshavea lifespanof lessthanfiveyearsand
thatonly20%survivelongerthanthis.Fromaneconomicpoint
of viewand in termsof ensuringthe efficiencyof economic,
businessandsocialprocesses,thisis totallyinadequate.
DEATH TOLL OF FAMILY BUSINESSES
Life less than 5 years
Life greater than 5 years
80%
20%
Figure6: Deathtol!of familybusinesses
During recentyears a predominantconcern has been the
search for a kind of "contractual-mora!'solution, now defined
as "family protocols". These are contractual agreements
betweenfamilymemberswhich are intendedto anticípate- and
prevent- possibleconflicts.
Figure 7 iIIustratesmore preciselythis attemptto resolve
as effectively as possible any conflicts that arise between
business activitiesand familyinterestsby establishinga styleof
"managemenf'thatbalancesthe requirementsof the enterprise
againsttheexpectationsof the owners.
.'.

• Firstly,all economic and social processes are in a state of
permanent change. For this reason, the kind of
management needed is one capable of adapting its
activitiesto new situationsin a way that is both rapid and
flexible.
• "Management succession" occurs more frequently than
"ownershipsuccession".
• A constant process of adaptation with costs kept to a
minimumis required- an achievementdependentupon the
skills of the management.
• It also always involves the implementationof a cultural
change,addressingpreciselythose differentvalue systems
which lead eitherto conflictor to its resolution.
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111.THE PRINCIPAL CHARACTERISTICS DETERMI-
NING THE ECONOMIC-SOCIAL FRAMEWORK
IN PROCESSES OF SUCCESSION
This situationproducestwo kindsof problems:
• Firstly, the problem of implementing technical and
economicchanges in those activities falling within the
powerof the family.
• Secondly, the problem of an adaptation within
management that leads to the creation of values
responsiveto demandsmade by the processes of change.
At the present time radical changes are taking place
withinthe contextof an increasingglobalisationof the economy
and the need for business entitiesto work togetherin networks.
Basically, the requirement is for increasing decentralisation,
and such a process brings with it a new approach to the
management of business activities. This means a strongly
decentralised management;whereas the traditionalnature of
family businesses, in their early generations, has always
emphasisedcentralisedcontrol.Membershipof a networkand
the capacityto decentralise,togetherwith the dynamic derived
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from such a network,demand divisions of labour in a state of
permanentchange. Consequently, and ever increasingly, the
burdens and responsibilities of family companies are being
shiftedfrom"ownership"to "managemenf'.
The approach of "protocols" - that is to say, the
"contractual-mora!'solution - may be centred on how specific
formal aspects are regulated; both those that correspond to
ownership/propertyrights and those relating to the way in
which the powerof the familyhas an eftecton management.Al!
kinds of protocolsexist, butone aspect none of themcan avoid
is the reality of the new kind of economic activitywithin the
contextof a permanentchange in business procedures.
The dominant values resulting from globalisation of the
economyare:
• A permanent intensificationof cQmpetitiveness.With this
comes permanentchange in the divisionof labour and the
integration of the individual family business within a
network of relationships requiring a dynamic approach
towardsopportunitiesand risk-taking.Family businesses, if
they have such a kind of managementat their disposal,
ofter f1exibilityand a rapid capacity to adapt. However, if
such management,supportedby the family,does not exist,
thena businesswill soon find itselfin serious difficulty.
16
ir











competitiveadvantages must be "globalised".The idea of
globalisationputs strong pressure on familyenterprisesto
operate world-wide, but to restrict their activitiesto those
fields in which they have important competitive
advantages.
The type of managementin a family business naturally
differs significantlyfrom the managementof a large company,
with all the great advantagesavailableto it. Succession in the
former is only viable if there is an effective resolution of
problems related to both ownership and property succession
and also managementsuccession.
Consequently,the success of a family business depends
upon a strategyof adaptation,by bothsides, to procedures laid
downwithinthe frameworkof governingguidelines- that is, the
protocols.The choice of managementshould be decidedwitha
view to bringingtogetherboth activityand protocol, familyand
management.It is in this middleground where the success or
failureof familysuccession - and, therefore,the disposal of the
inheritance- is decided.
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Figure 1O.The corporatestructureof a family business
Business policyshould be centredon:
• Firstly,the leadershipof its own products.Every familyfirm
has its own particular character. Its "Iegacy" clearly
consists of al! those services and products initiatedand
developed by the founder, and with which the firm is
associated. It is difficultto conceive of a particularfamily
business evolving in such a way as to completelychange
its corporateidentity.
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managerialstaff and also in their integration¡ntothis type
of culture. An integratingstyle of management, strongly
orientated towards human resources, is fundamental in
ensuringthe success of these typesof enterprises.
VI. CONCLUSIONS
The family business has an important role to play in
moderneconomies, characterisedas they are by sharp labour
divisions. The success or failure of such economies and the
social stabilityand developmentof a countrydepend upon the
success or failure of family firms. Their contributions are
stronglydiversifiedwith a wide spread of risks for the economy
and they have a commanding presence at the forefront of
developmentof manyactivities.
The influence of the family business in all western
economies, particularly in Europe, is particularly important.
However,the survival risks are also very high, as is evidenced
by the continuing death toll for various reasons. There is no
"market"for familyfirms.
As part of the processes of family businesses, the
problem of "inheritance" affects two closely linked areas:
"ownership and property succession" and "management
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